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KESAN KRISIS KEWANGAN GLOBAL TERHADAP TAHAP 
KECEKAPAN BANK ISLAM DAN BANK PERDAGANGAN KOMERSIAL 
DI MALAYSIA 
Oleh 
VONG SIEW LING 
 
Kajian ini bertujuan untuk mengenal pasti tahap kecekapan yang dicapai oleh Bank 
Islam dan Bank Perdagangan Komersial yang dijejaskan sebelum dan selepas krisis 
kewangan global di Malaysia. Data tersebut akan dikumpulkan dalam kuantitatif 
format dan kaedahnya melalui pengambilan laporan tahunan dari Bursa Malaysia 
atau laman web bank-bank yang terlibat. Cara statistik akan digunakan untuk 
menunjukkan kesan-kesan krisis kewangan global yang menjejaskan kecekapan 
bank-bank di Malaysia. Selain itu, analisis dari segi nisbah keuntungan, nisbah 
kecairan, nisbah pengurusan liabiliti dan nisbah kualiti aset adalah bertindak sebagai 
pembolehubah dan Eviews 7 adalah cara-cara yang akan digunakan untuk menguji 
data itu. Pembolehubah bersandar dan pembolehubah bebas akan dipilih untuk 
kajian ini. Model regresi berganda akan dihasilkan untuk menunjukkan hubungan 
antara pembolehubah bersandar dan tak bersandar. Di samping itu, kesan 
pembolehubah bebas terhadap pembolehubah bersandar juga akan dikenalpasti 
dengan menggunakan analisis regresi. 
 
ABSTRACT 
IMPACT OF GLOBAL FINANCIAL CRISIS ON THE LEVEL OF 
EFFICIENCY OF MALAYSIA’S ISLAMIC AND CONVENTIONAL 
COMMERCIAL BANKS 
By 
VONG SIEW LING 
 
This aim of this study is to examine the level of efficiency of the Islamic and 
conventional commercial banks in Malaysia before and after the Global Financial 
Crisis. The data is collected in quantitative form through the annual report that 
provided by the Bursa Malaysia or the bank’s website. Statistical method will be 
employed to analyze on the performance of the bank before and after the crisis and 
the comparison between both of the bank will be made. The analysis in term of 
profitability ratio, liquidity ratio, liability management ratio and asset quality ratio 
will be acts as the variables and Eview 7 is the software that going to used to test for 
the data. The dependent variable and independent variables is being selected to 
apply in this study. Multiple regression model is create to show the relationship 
between the dependent and independent variables. Besides, the impact of the 
independent variables toward the dependent variable will be analyzed by using the 
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“Bank” is a very common word for society nowadays since it’s always 
applied in our daily life. As we know that, banks are involved in the activity of 
finance transaction and business investment. In the Malaysian banking structure, it 
can be divided into two types of operation system which is Islamic banking system 
and conventional banking system. Both of the operation of the bank is undergo a 
different coordination and give a different perspective to the different customers. In 
this paper, I am going to investigate about the impact that brings by the Global 
Financial Crisis on the banking sector which is Islamic and conventional commercial 
banks.  
 
Islamic banking system has holds the six principles for their operation 
system which is (1) money as capital, (2) Rabbulmal and Mudarib relationships, (3) 
risk sharing (4) markets set prices and generate profits, (5) Islamic banking stability 
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and (6) Islamic banks as agents for economic growth (Ismail, 2010). For Islamic 
banking system, payment of interest is prohibited. The money that invested in the 
business is considered as the potential capital and it can be used to purchase the 
goods and services. Besides, money that had advanced to a business is considered as 
a debt of the business and it is not allowed to apply to any interest.  
 
For the conventional banking, their core principle is time has value which 
means that the amount of the financial transaction will affect by the time of payment 
(Ismail, 2010). The borrower is allowed to make their payment by a series of time 
according to the conventional loan contract that fixed. For example, if you buy a car 
and borrow a loan, the bank will allow you to make the payment according to the 
period that agreed. At the end of the period, you will find that the amount of 
payment will exceed the amount of loan that borrowed. The amount that exceed is 
used to compensate the period of loss of the lender.  
 
In term of business operations, Islamic bank is different from conventional 
banking. Islamic banks operate according to the principles, Shariah or known as 
Fiqh al-Muamalat. The main principle that holds by Islamic banking is that the profit 
and losses is share among each other and interest (riba) is prohibited (Ismail, 2010). 
There are few types of Islamic contracts that being introduced in Islamic banking, 
that is Mudarabah which means as profit sharing, safekeeping for Wadiah, 
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partnership for Musharakah, cost plus for Musharakah and leasing for Ijarah. Take 
the event of Islamic mortgage transaction as an example. In this event, the bank will 
buy the house from the seller and resell it to the buyer. This process does not incur 
any profit since there is no penalty for the late payment. However, bank will ask for 
the strict collateral to protect them from any unexpected incident. This type of 
contract is known as Murabahah. For Musharakah, it is a general partnership 
whereby they share the profit and loss together by joining their capital and labor 
through an agreement. Mudarabah is a contract whereby the capital is entrusted to 
the entrepreneur and the profit and risk is shared among them. In term of Wadiah 
under the Islamic banking operation, the client’s deposit which under the current and 
saving account can be used by the Islamic banks and the bank has to promise to 
return to them when they need it. The earnings from the investment between the 
bank and the client will be shared among themselves. For Ijarah, it is a contract 
between the lessor and lessee where the lessee will enjoy the benefit which 
originated from the rent of asset that provided by lessor.  
 
In the conventional banking system, its’ principle states that the interest is 
needed to be charged to the loan that borrowed and late payment might get penalty 
by banks (Al-smadi, Hamdan & Almsafir, 2013). In the other words, conventional 
banking is operated with a manmade principles compared to Islamic banking. 
Besides, conventional banking does not apply any zakat to the customer. The main 
objective for this type of banks is in maximizing profit which different from Islamic 
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perspective. Furthermore, the status of the customer and the bank is between the 
debtor and creditor in the conventional banking system. The debtor borrows the loan 
from the creditor and they are fixed with an interest charge within a period of time.  
 
Based on the social and ethical responsibilities, Islam has prohibits and 
improve in few way (Ismail, 2010). First, gambling, pork, interest (riba), liquor and 
so on are prohibited for Islam which is counted as Haram in Shariah. In the other 
words, Islam had prohibited the activity which brings the bad issues to human. 
Besides, the law of zakat is being applied by Islam to prevent the accumulation of 
wealth which will cause the imbalance of the society. Furthermore, the risk of profit 
and loss is bear among both parties when they participate themselves and contribute 
their funds in the enterprise. 
 
Apart from that, Islamic banking has increased and expanded steadily not 
only in the place that lived majority with Muslim but also minority such as United 
Kingdom, Japan, India and so forth (International Monetary Fund, 2007). Currently, 
there are data shows that there is over 300 Islamic financial institution that located 
over 51 countries and 250 mutual funds that holds the Islamic principles. In statistics, 
Islamic banking industry is expected to growth further and currently, the estimation 
of the growth rate is 10 percent to 15 percent per year.  
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To conclude, Global Financial Crisis had happened in year 2007 until 2008 
and this paper mainly concentrate on estimating the impact of the crisis towards the 
efficiency level of the bank from 2003 until 2012. It can provide an informative 
result to the reader on certain issues such as does the crisis had bring the huge 
impact to the performance of Islamic and conventional commercial banks and which 
type of banks suffer or improve the most from this incident. This study is going to 
employ the statistical method and Eview 7 to examine the efficiency of the bank.  
 
 
1.1 Background of study 
 
In Malaysia, banking institution can be separated into few types which 
included commercial banks, Islamic banks, International Islamic banks, investment 
banks and other financial institutions. In this paper, it will mainly focus Islamic and 
conventional bank which located in Malaysia between the ranges of 2003 to 2012. It 
is important to determine the impact of the Global Financial Crisis on the efficiency 
level of Islamic and conventional banks due to the rapid growth in banking industry. 
Based on statistic of Bank Negara Malaysia (2013), there are around 27 commercial 




According to Canstar (2012), Global Financial Crisis that begins at 2007 had 
brings a lot of impact to the world. The main cause of Global Financial Crisis is due 
to the liquidity problem had raises among the people. In July 2007, credit crunch had 
happened as many of the home owners unable to pay the mortgage repayment during 
that period cause the bank to face the liquidity problem. Besides, bank had found 
that the house and the land are not as valued as they loaned out originally compared 
to the current’s market. By September 2008, there is a new phrase for the Global 
Financial Crisis which Lehman Brother had collapsed during that period and this had 
lead the financial institution to face a serious liquidity problem. $700 billion of 
rescue plan had been implemented by U.S government but it had been rejected by 
the U.S Congress as they worried that this plan might misunderstood by other people 
that it is the one of the causes of Global Financial Crisis among others. In order to 
get rid of this issue, many people involved themselves in investing the bonds, gold 
and so forth. U.S President Obama had spent around $1 trillion as the alternative for 
this financial crisis and Australia government also tried their best to improve the 
current condition.  
 
Based on the research done by Krasicka and Nowak (2012), they had found 
out that the Malaysian financial system is a dual system which can be separated into 
Islamic and conventional market which both of them operated parallel to meet the 
demand of the customer. Besides, they also found out that the size of the banking 
system is not in a steady performance which experienced a decreased and increased 
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throughout the year. The market share is increasing and they also conclude that the 
size of the Islamic bank is experienced an increasing trend from 2006 until 2009. For 
the total banking assets in Malaysia, Islamic bank has an impressive performance 
which recorded 21.6% of it and there are around two third of the securities which 
listed in Bursa Malaysia is practicing the Syariah compliant. 
 
According to Ram Rating Agency (2011), Malaysian banking sector has a 
steady position after they had recovered from the Global Financial Crisis. Ram 
Rating has expected the Malaysian banking sector to expand and improve better in 
term of loan base which they expect it to rise to 11%. Besides, they also demand that 
the Malaysian banking sector having a healthy liquidity level and funding position. 
The ratio of gross impaired loan can be in an even level. Furthermore, the interest 
rates of the banking sector can increase to an expected level. Besides, Ram Rating 
also required the household segment, capitalization and statutory reserve 
requirement can achieved an outstanding performance.  
 
Based on Ibrahim (2010), the financial system in Malaysia has improved 
much more after the event of Global Financial Crisis as compared to Asian Financial 
Crisis. It is due to the preparation that had been made such as the structure of the 
governance, management of risk and so forth that being practiced by the bank to 
face the financial shock. From the result that he obtained, he says that the financial 
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system in Malaysia remain stable in flowing the capital to the economy during the 
event of crisis. In the period of July 2007 and July 2009, the loan has exceeds to 10.1% 
annually and the debt private securities has expand to 10% annually as well. The risk 
weighted capital ratio and core capital ratio has stay at above the expected level 
during the 2007 and September 2009. However, the net performing loan has 
declined and the net non performing loan has increased from 2007 to 2009 which 
prove that the banking system does not deteriorated in term of credit quality due to 
the preparation that practiced by the banks. On the other hands, the banking system 
which recorded around 59.7% asset implies that they able to supply the fund to those 
who is in temporary financial problem.     
 
Based on the study conduct by Zehri and Al-Herch (2013), the Global 
Financial Crisis brings less effect to the Islamic bank due to their principles that hold 
in their management. The financial instability has been prevented from this crisis 
because of the rule of the Islamic financial system that being practiced by the bank. 
The rule involved such as the prohibition of interest charge and sharing of profit and 
loss had act as the cushion in this crisis.  
 
According to the International Monetary Fund (2010), the result also shown 
that Global Financial Crisis also has less impact on Islamic Banks compared to 
others. During the crisis, Islamic bank still stay to be stable for their financial 
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performance even though the profitability had declined more than the conventional 
bank due to the weaknesses in management of risk. Based on Figure 1.0., it’s clearly 
shows that the Islamic bank is more profitable than the conventional bank in 
Malaysia.    
 
FIGURE 1.0 Malaysia: Profitability ratio of the banks 
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1.2 Problem statement 
 
In Malaysia, there are two types of banking operation which coordinate 
under different characteristics and principles, which are Islamic banks and 
conventional commercial bank. In this competitive environment, the performance of 
both types of the bank is always to be a question to the world due to the economic 
instability such as the Global Financial Crisis. This crisis has brings the great impact 
to many industry and sector and banking industry is one of it. The mode of operation 
and the efficiency level that affected by this crisis drive the banking industry to 
implement certain alternatives to improve and prevent it from happening.  
 
Besides, there is an issue implies that banking industry has grown rapidly 
and the competition that happened drives the bank to be more innovative to improve 
their financial performance. According to International Monetary Fund (2010), 
Islamic banking experienced an increasing and growing trend and most of the 
conventional banks try to move their pathway by adding the Islamic features to their 
bank’s characteristics nowadays. For example, OCBC Bank has the branch of 
OCBC Al-Amin Bank Berhad, Public Bank has the branch named of Public Islamic 
Bank, CIMB Bank with the branch known as CIMB Islamic and so on. OCBC Al-
Amin Bank Berhad is established in 1 December 2008 with the objectives of selling 
the Islamic products and services to the customer based on the Shariah principles. 
